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MANDENI MUNICIPALITY AUDIT COMMITTEE 
Report for the year July, 2008 to SO**" June, 2009 

Report of the Audit Committee 

We are pleased to present our report for the financial year ended 30 June 2009. 

Audit Committee Members and Attendance 

The audit committee consists of the members listed hereunder and meets, as a minimum, four times per annum as per its approved terms 
of reference. 

Name of Member 

Mr. J. R. Hunt (Chairperson) 

Mr. B.M. Radebe 
Adv. M.N.P. Mtshali 
Mr. Mike Press 

Mr. D Mbatha (Resigned Oct 2008) 

Mrs N Mahomed (Appointed Feb 2009) 

Audit Committee Responsibility 

The Audit Committee reports that it has complied with its responsibilities arising from section 166 of the Municipal Finance Management 
Act. The Audit Committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has 
regulated its affairs in compliance with this charter and has discharged all it’s responsibilities as contained therein. 

The Committees audit charter has been expanded to include performance management. The Committee was not able to fully discharge 
this additional function as PMS training was only able to be undertaken during August, 2008 and further training provided in October, 
2009. Additionally, the Municipalities reporting systems and procedures were being developed during the reporting period. The Committee 
has been able to receive and consider a single report covering the four quarters of this reporting period. 

The effectiveness of internal control 

The system of internal control is effective as per the report of the Internal Auditors, the Audit Report on the Annual Financial Statements; 
the matters of emphasis and management letter of the Auditor-General have not reported any significant or material non compliance with 
prescribed policies and procedures. 

The quality of in year management and monthly reports submitted in terms of the Act and the Division of Revenue Act 

The Committee is satisfied with the content and quality of monthly reports prepared and issued by the Accounting Officer during the year 
under review. 

Internal Audit 

The Committee is satisfied with the reports presented by the Internal Auditor who, during the reporting period, have undertaken 4 visits 
per year to ensure that regular reports are presented spanning the entire financial year. 

The Internal Auditors two year Plan has been reviewed and accepted by the Committee. 

The Internal Auditors attended all the meeting of the Committee. 

Evaluation of Financial Statements 

The Audit Committee has 

• Reviewed and discussed with the Auditor-General and the Accounting Officer the audited annual financial statements for the 
year ending 30^*^ June,2008; 

• Reviewed the Auditor-General’s management letter and management response; 

• Reviewed changes in accounting policies and practices 

• Reviewed significant adjustments resulting from the audit 

The Audit Committee concurs and accepts the conclusions of the Auditor-General on the 2008 annual financial statements. 


Number of Meetings Attended 

6 

6 

6 

6 

0 

2 
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Auditor General’s Opinion for the year ending 30**^ June, 2008 

The Committee is pleased that the Auditor General's opinion was presented without qualification this year. 

The issues and comments contained within the report have been noted and have been given the Committee’s attention during the year. 
Once again, the Auditor General’s report highlighted the unacceptable level of Debtors and the need to strengthen collection methods. 

The year to June SO**" 2009 

(a) Debtors 

The level of debtors, in particular overdue accounts for property rates and service charges, continued to be given the Committee’s highest 
priority during this review period. At each meeting the committee carefully reviewed the financial reports to ascertain the success of the 
debt collection operations and to monitor the cash flow projections. 

At our meeting of 10**^ March, 2009 we received reports for the 7 months to 31 January, 2009 and we formed the view that two adverse 
trends were becoming apparent. These trends being a slow down in the rate of overdue debt collections plus an apparent reduction in the 
payment of current rates and service charges. The Committee also took note of the fact that South Africa was now in a recession. 

Accordingly, on the 16**^ March the Committee wrote to Council requesting a meeting to explain their concerns and subsequently met with 
the Council on 26^*^ March, 2009 and was able to make a verbal presentation. During this presentation we were able to advise Council that 
particular care needed to be taken in the preparation of the forthcoming budget (2009/10) which must be both realistic and achievable. 
Our submission was well received by Council. 

Our last meeting during this review period took place on 9^*^ June, 2009 where the reports for April, 2009 were presented. We were 
advised that a new debt pack arrangement commenced on 21^* May and insufficient time had elapsed to record any improvements in the 
level of debtors. 

While outside the reporting period; we record that at our next meeting held on 11*^ August, 2009 the level of debtors had continued to 
increase and a further report was prepared for Council. 

(b) Performance Management Reporting 

During this review period the Committee has considered a single report of Service Delivery and Budget Implementation for the previous 
period 1st June 2007 to 1^* July 2008. Our report to Council was prepared on 20^'' April, 2009. 

As previously mentioned, both the Municipality and the Audit Committee, with strong support from Province, have been making 
preparations for the compilation and consideration of performance management reports. 

The present system of compiling quarterly reports which are submitted to the Committee on an annual basis is not satisfactory as all 
reports are historical and do not allow for timely variance reporting and the introduction of corrective measures. 

While several system and procedure changes are in progress these will not be fully implemented during the forthcoming reporting period 
(2009/10) but most certainly will be fully operational for 2010/11. 

The Committee has received additional training and has put in place procedural improvements as it recognises the importance and 
increasing emphasis being placed on Performance Management. 



Chaliperson of the Audit Committee 
John R Hunt 


Date IQ**" October, 2009 
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REPORT OF THE MANDENI MUNIPALILITY AUDIT COMMITTEE 
ON PERFORMANCE MANAGEMENT 
FOR THE PERIOD ENDING SO^h JUNE, 2009 

At the Audit Committee’s meeting held on 13**^ October, 2009 the Committee received Service Delivery and Budget Implementation 
Reports from the Departments of:- 

The Office of the Municipal Manager 
Local Economic Development 
Corporate Services 
Finance 

Community Services 
Technical Services 
Integrated Development & Planning 
Community Safety and Licensing 

Each report identified the Key Performance Areas under:- 

Infrastructure & Basic Service Delivery 

Financial Viability and Management 

Local Economic Development 

Transformation & Institutional Development 

Good Governance and Public Participation 

The Departmental Reports were further broken down under individual budget allocations with performance results against targets for each 
of the 4 quarters making up the financial year to 30**^ June, 2009 with comments and variance explanations; it was thus an expansive and 
comprehensive report. 

This is only the second report received by the Committee since its responsibilities were expanded to include Performance Management. 

Consideration of Departmental reports: 

1. General Comments 

(a) Due to other commitments, not all the Directors/Managers were able to attend the meeting and in consequence some of 
the Committee’s questions were not able to be fully satisfied 

(b) While the structure of the reports were in accordance with National, Provincial and Legislative guidelines, the Committee 
would have liked to have additional information on the proportion of the budget allocation that had been expended 
together with an associated variance report. 

(c) The Committee’s comments from last year relating the volume of information submitted, its frequency and the associated 
time required to interrogate the reports; remains an issue. This report (under the heading The Way Forward) outlines 
Committee proposals with regard to the Internal Audit function and the provision of information on more 
exception/variance reporting basis. 

2. Departmental reports: 

(a) Office of the Municipal Manager 

The Committee was pleased to note that Performance targets had been achieved. 

(b) Local Economic Development 

While progress had been achieved in all the 7 reporting activities only 1 activity (Tourism Beach Monitors - which is an 
annual on-going activity) had been fully completed. In 3 activities reports/TOR had been submitted or adopted by Council 
but implementation was pending. In 3 other activities external funding or approvals were pending. 

The Committee recommended: 

When employment (job creation) statistics were submitted they should indicate the length of the employment 
period. 

Quarterly performance targets should reflect the planned progress of an activity through the year; this would 
assist in its evaluation and variance/correction actions. 

(c) Corporate Services 

The continued difficulty in cascading performance management to all employees was noted. The Committee was 
however hopeful, from comments provided by the Director, that this can be progressively implemented in the future. 

The importance of the skills development activity was noted and accordingly concern expressed over the difficulties in 
obtaining service providers. The PMS Committee would have also liked the report to contain more financial information. 
The Committee took note of the HR policies which had been reviewed and adopted by Council in June, 2009. 

(d) Finance 
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The Committee was pleased with the report from the Finance Department. The Committee expressed its continued 
concern over the level of Debtors and the need to greatly improve the debt collection system and will be making a direct 
submission to Council shortly. The Committee repeated its request that copies of each monthly financial report be sent 
to Members as soon as produced. 

(e) Community Services 

Last year we reported that many projects could not be completed due to lack of (local) funds. The Committee was 
disappointed to note that this trend has continued with 7 projects reporting a failure due to lack of funds. The Committee 
was of the view that funds budgeted for small minor capital projects (for example the purchase of a filing cabinet) could 
have been found and recommended that the Director and CFO consult to ensure this pattern is not repeated next year. 

The Committee had several unanswered questions concerning the R100 000 HIV/AIDS project. The Committee 
recommends that this important project together with its reporting targets be reviewed by the responsible Director as 
insufficient information was available to the Committee. 

(f) Technical Services 

The Committee was pleased with the report and took particular note of the progress achieved in implementing capital 
projects. As the Director was unable to attend our meeting questions concerning the setting of realistic and achievable 
targets remained unanswered. 

(g) Integrated Development & Planning 

The Committee was pleased to note that many of the targets were achieved 

(h) Community Safety & Licensing 

The Committee was disappointed to note that of the 7 identified activities little or no progress was reported. In the majority 
of cases the lack or shortage of funds was the explanation. 

In reference to the (failed) project to purchase of a road painting machine for R200,000 the Committee was of the view 
that, given the shortage of funds, a great deal of the project’s objective (i.e. to paint roads) could have been achieved by 
the use of labour intensive methods. 

3. The Way Forward 

The Committee fully recognizes the increasing importance and emphasis being placed on all aspects of Performance Management. 

The Committee acknowledges and thanks the Municipality for arranging Organisational Performance Management System training, in 
particular the very recent course motivated by Province. Whilst this course was conducted outside of this review period (conducted 
September, 2009) it has contributed to our growing knowledge of the system and our responsibilities. 

From start of the new financial year (1^* July, 2009) Departments will continue to compile quarterly reports but they will be submitting 
reports to us on a half year basis and from these we will be required to produce reports to Council on a half year basis 

The Committee discussed the most effective and appropriate manner for us to discharge our combined Financial and PMS responsibilities 
(as per our Charter) and to also ensure that we comply with the Auditor General’s requirements. 

It is the Committee’s recommendation that the half yearly PMS reports be submitted to the Internal Auditor for inspection and verification 
and the Internal Auditor presents the overall report to the Committee highlighting those items requiring our particular attention. By this we 
mean exception reporting of performance variations resulting from either the performance or financial targeting. This will enable the 
Committee to concentrate its time on matters of high importance and bring these to Councils attention. This approach was in line with the 
Provincial view of “oversight” as explained during the September training session. 

The Internal Auditor was at our meeting and understood the extra reporting requirement and agreed to report back at our December 
meeting. We bring this to The Council’s attention as our recommendation might result in Internal Audit’s request to revise their fees for 
2009/10. 



Chairpe^on of the Audit Committee 
John R Hunt 


Date 18**^ October, 2009 
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OVERSIGHT COMMITTEE REPORT 

OVERSIGHT COMMITTEE REPORT ON 2008/2009 ANNUAL REPORT 


1. REPORT 

The Oversight Committee sat on the 17*'^ of March 2010 at 12H15 to consider the 2008/2009 Annual 
Report as required by SI 29(1 ) of the MFMA of 2003 which states that: 

The Council of a Municipality must consider the annual report of the municipality and of any municipal 
entity under the municipaiity’s soie or shared controi, and by no iater than two months from the date 
on which the annual report was tabled in the councii in terms of section 127, adopt an oversight 
report containing the councii’s comments on the annual report, which must inciude a statement 
whether the councii- 

a) Has approved the annuai report with or without reservations 

b) Has rejected the annuai report; or 

c) Has referred the annual report back for revision of those components that can be revised. 
The annuai report has the foiiowing parts 

1.1 ANNUAL REPORT BY THE DEPARTMENT 

The Committee noted the report on the performance of the municipaiity as outlined by the different 
departments and is generaiiy satisfied with the way information is presented and the structure 
of the annuai report. Comments were raised with regards to the functioning of the public safety 
section, which in their view should concentrate more on law enforcement rather than on generating 
revenue. The committee suggested the strategy to reengineering the functioning of the section 
should be developed. The discussion aiso iooked at the performance of the municipality in terms of 
debt coilection and it was emphasized that debt coliection strategy should be evaluated in order to 
improve performance. 

1.2 AUDIT COMMITTEE REPORT 

The Committee discussed the Audit Report including the progress report on the queries raised by 
the Auditor-Generai. The Committee was also happy with the fact that the audit committee is now 
trained in performance and can audit it. 

1.3 AUDITOR-GENERAL’S REPORT 

The Committee also discussed the Audit Report including the progress report on the queries 
mentioned by the Auditor-General. The Committee congratulated the municipality for having received 
an unqualified Audit Report in the 2008/2009 financial year. 

1.4 ANNUAL FINANCIAL STATEMENT 

They raised a concern about the fact that financiai statements are too technicai and there is a need 
to simpiify them for their understanding. 



CHAIRPERSON: OVERSIGHT COMMITTEE 
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AUDIT RESPONSES 


RESPONSES ON AUDIT QUERIES FOR 2008A)9 


ITEM 

RESPONSE 

TIME FRAMES 

RESPONSIBLE PERSON 

PMS information system 

Acquire PMS automated 
system 

March 2010 

Director: Corporate Services 

Adequate control processes and 
procedures are designed and 
implemented 

Acquire PMS automated 
system 

March 2010 

Director: Corporate Services 

Municipal Annual Report to include 
performance information 

The 08/09 Annual Report has 
performance information on it. 

January 2010 

Director: Corporate Services 

Auditing the results of performance 
measurement as part of internal audit 
processes 

Included on the terms of 
reference of Ngubane and Co. 
who are Internal Auditors. 

December 2009 

Director: Corporate Services 

Link of performance information to 
the objectives of IDP 

Emphasises to Managers and 
Directors to link their 
performance information to 
IDP, SDBIP and reported 
performance information and 
have reference number to track 
the link 

January 2010 

Director: Corporate Services 

Department of Community Services 
not reporting performance 
information in relation to IDP 

It was corrected on 08/09 
annual report that the 
performance information in 
relation to objectives and 
targets were linked to IDP 

January 2010 

Manager Community Services 

Significant uncertainty. With 
reference to note 31 to the financial 
statements, the municipality is the 
defendant ina lawsuit.The 
municipality terminated the repair to 
the municipal fleet contract, due to 
poor performance. The outcome of 
the lawsuit cannot be determined at 
present and a contingent liability has 
been estimated at R1 .5 million. 

The Municipality will 
constantly liaise with its legal 
team to establish certainty and 
finalisation to the matter. 

March 2010 

Director: Corporate Services 

Fruitless and wasteful expenditure. 
As disclosed in note 33 to the 
financial statements, fruitless and 
wasteful expenditure amounting to 
R5 659 was incurred, as a result of 
interest paid on an overdue account. 

The Council will be requested 
to condone the expenditure on 
the basis of materiality and 
enforce control to ensure that 
this is not repeated. 

March 2010 

Chief Financial Officer 

Irregular expenditure. As disclosed 
in note 32 to the financial statements, 
irregular expenditure to the amount 
of R31 726 was incurred, as a result 
of payment made in error to a 

The regularisation will be 
sought from Council and the 
pursuit continue to recover the 
expenditure through legal 

March 2010 

Chief Financial Officer 
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supplier. 

procedures already initiated. 



Municipal Finance Management Act. 
The accounting officer did not comply 
with the following legislative 
requirements: 




• Section 53 (1) (c) (ii) of the 
MFMA: failure to take all 
reasonable steps to ensure 
that the municipality’s 
service delivery and budget 
implementation plan is 
approved by the mayor 
within 28 days after the 
approval of the budget. 

• It is agreed. Controls will 
be put in place to ensure 
that this discrepancy 
does not recur. 

January 2010 

Manager: Planning 

• Section 53 (2) of MFMA : 
failure to promptly report to 
the municipal council and 
the MEC for finance in the 
province any delay in the 
tabling of an annual 
budget, the approval of the 
service delivery and budget 
implementation plan or the 
signing of the annual 
performance agreements. 

• It is agreed. Controls will 
be put in place to ensure 
that this discrepancy 
does not recur. 

January 2010 

Director: Corporate Services 

• Section 64 (3) of MFMA: 
failure to immediately 
inform the National 

Treasury of any payments 
due by an organ of state to 
the municipality in respect 
of municipal tax, if such 
payments are regularly in 
arrears for periods of more 
than 30 days. 

• It is agreed. Controls will 
be put in place to ensure 
that this discrepancy 
does not recur. 

January 2010 

Chief Financial Officer 

Governance responsibilities are 
operating effectively at the 
municipality. Weaknesses with 
respect to material amendments to 
the financial statements, deviations 
in compliance with the applicable 
laws and regulations and control 
processes over information 

systems needs to be monitored to 
improve adherence to the 
governance framework. 

The recommendation will be 

adhered to. 

January 2010 

Chief Financial Officer 

Investigations. An investigation into 
the unauthorised access into the 
municipality’s cash management 
system had resulted in unauthorised 
payments amounting to R101 086 in 
the prior year. Also, an investigation 

The update report will again 
be sourced from SAPS with 

an intention to finalise the 

matter. 

March 2010 

Chief Financial Officer 





into the theft of a safe which included 
cash takings, on water account 
debtors, is still ongoing at the 
reporting date. 
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